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Honorable  Tim  Babcock 
Governor  of  the  State  of  Montana 
State  Capitol  Building 
Helena,  Montana 

Dear  Go.ernor  babcock: 

Aa  State  Controller  and  chief  executive  officer  of  the  uepartL.ent  of 
Administration,  I  am  requireo  oy  Sections  82-ili  and  ci2-3305  (  RCU  19A7)  to 
report  biennially  to  you  the  work  of  this  department. 

You  have  asked  me  to  keep  you  infor;..ed  rep.ularly  on  ..iatters  concern- 
ing the  Department  of  Administration.  Therefore,  this  report  is  presented  as 
a  review  of  activities  of  which  you  are  presently  familiar. 

My  staff  and  I  stand  ready  to  elaborate  on  areas  of  particular  con- 
cern to  you,  or  to  other  persons  reviewing  this  report. 

Kespsctfully  submitted. 

Sincerely^ 

RALPU  C.  KLNYO.,      ^ 
State  Control-i-er 
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BIENNIAL  RLPORT  BY  THL  STATL  CUNTROLLLR 

DEPARTMENT  OF  ADMINISTRATION 

STATE  OF  MONTANA 

December  1,  19b6 

This  report  briefly  reviews  activity  in  behalf  of  the  State  of 
Montana  by  its  Department  of  Administration.  This  is  the  second  biennial 
report  from  the  Department  of  Administration  inasmuch  as  the  department  was 
created  by  the  Thirty-eighth  Session  of  the  Legislature  in  1963.  The  ControJler's 
Office  functioned  before  that  time,  being  created  in  1951 „  At  that  time  the 
Controller's  Office  administered  the  work  of  State  Purchasing  and  State 
Accounting,  each  which  was  individually  formed  in  1921, 

The  forming  of  the  Department  of  Administration  added  the  Division 
of  Architecture  and  Engineering  and  the  Division  of  General  Services  to  the 
original  functions  of  the  Controller's  Office. 

Individually,  the  responsibilities  of  each  division  appear  to  be 
quite  diverse  from  one  another o  Yet  experience  shows  that  there  are  definite 
areas  where  these  responsibilities  are  inter-related.  These  are  administrative 
responsibilities  and  truly  make  up  a  Department  of  Administration. 

The  passage  of  House  Bill  38  by  the  Thirty-ninth  Legislative  Session 
established  the  purchase  of  surety  bonds  for  all  state  officials  and  employees 
to  be  the  responsibility  of  the  State  Controller.  In  accordance  with  this  act, 
a  thorough  study  of  proper  procedure  to  economically  bond  all  state  employees 
was  made  by  reviewing  the  study  prepared  by  the  Legislative  Council  and  by 
corresponding  with  states  who  had  previously  initiated  this  action^  Following 
the  study,  this  office  was  able  to  obtain  a  blanket  bond  covering  all  state 
employees  for  an  indemnity  in  the  amount  of   $250,000,  with  the  exception  of 


the  State  Treasurer,  for  an  annual  premium  of  $4,370.  The  State  Treasurer  was 
bonded  under  an  individual  bond  for  an  indemnity  in  the  amount  of  $250,000  for 
a  premium  of  $450. 

It  should  be  noted  that  the  plan  initiated  under  the  new  act  provided 
a  Faithful  Parformance  Bond  covering  aU  state  employees  at  a  total  annual  cost 
of  $4,820.  The  Legislative  Council  Report  showed  that,  previously,  3,483 
persons  were  bonded  at  an  annual  cost  to  the  state  of  $15,317.  An  additional 
savings  was  realized  this  year  when  the  blanket  bond  was  renewed  for  a  three- 
year  terra; therefore,  all  state  employees  (10,683)  are  now  bonded  for  an  annual 
cost  of  $4,039. 


DIVISION  OF  ACCOUNTING 

The  work  in  the  accounting  area  of  this  department  assures  the  expen- 
diture of  state  funds  within  the  authority  to  spend  these  funds  as  granted  by 
legislative  appropriation.  The  Division  Director,  £.  A,  Reuterdahl, is  a  person 
who  has  served  in  the  State  Accounting  Office  since  1936. 

It  is  our  responsibility,  by  statute,  to  pre-audit  all  claims  submit- 
ted to  ascertain  "that  (1)  the  proper  authorizing  signature  is  present,  (2)  the 
claims  and  supporting  documents  are  mathematically  and  clerically  corrcM.i, 
(3)  the  proper  appropriation  and  fund  is  charged  and  that  the  appropriation  is 
available  and  adequate,  and  (A)  the  expenditure  is  not  illegal."  However,  by 
the  same  statute,  I  shall  not  exercise  my  judgement  as  to  the  wisdom  or  exped- 
iency of  any  expenditure.  Prior  to  a  claim  being  considered  in  this  office, an 
authorized  officer  or  employee  of  the  expending  agency  must  approve  each  claim 
as  a  proper  and  necessary  expense,  and  a  legal  charge  against  the  up^^ciflc 
appropriation. 

The  checking  of  the  claim  is  accomplished  by  the  staff  of  this  oftici. 
and  the  accounting  cf  actual  amounts  of  funds  is  handled  by  the  data  prucussiur. 
center.  So  that  the  data  processing  facilities  can  properly  handle  information 
in  claims,  receipts  for  revenue,  investments,  cancelled  warrants,  etc,,  the 
staff  of  this  division  have  the  responsibility  of  properly  coding  that  infor- 
mation. The  coding  done  in  this  manner  provides  the  information  on  which 
monthly  and  yearly  reports  are  prepared  for  each  state  agency  and  the  Budget 
Director.  A  record  of  daily  transactions  is  maintained  in  the  Accounting 
Division. 

A  report  of  activity  in  each  account  and  appropriation  ("Controller's 
Report"  )   is  printed  and  distributed  each  month.   Each   agency  has  the 


reaponsibility  of  reviewing  this  report  and  assuring  itself  that  its  local 
accounting  is  Justified  with  the  state  accounting.  This  report  is  presently 
distributed  after  the  15th  of  each  month;  however,  in  July  1967  the  report, 
through  the  use  of  the  new  computer,  will  be  distributed  within  the  first  5 
days  of  each  month. 

Included  In  the  function  of  this  division  is  the  encumbering  (setting 
aside)  of  funds  in  the  amount  of  each  purchase  order  prior  to  the  issuance  of 
purchase  orders  by  the  Purchasing  Division.  Claims  for  payment  on  merchandise 
purchased  by  purchase  order  are  audited  to  assure  the  payment  to  be  equal  to 
that  stipulated  in  the  purchase  order.  The  audit  also  assures  that  the  claim 
agrees  with  the  purchase  order  as  to  type,  quality,  quantity,  etc,  of  each 
item. 

The  actions  of  this  division  came  under  particular  scrutiny  following 
the  discovery  of  Marilyn  Inman's  fraudulent  acts  in  her  employment  with  the 
National  Guard.  The  report  by  the  Executive  Commission  on  Fiscal  Control 
indicates  their  agreement  that  our  work  is  being  handled  in  accordance  with 
governing  statutes.  It  should  also  be  noted  that  she  was  not  able  to  fraudu- 
lently process  any  claims  for  expenditures  which  require  the  issuance  of  a 
purchase  order. 


DIVISION  OF  PURCHASING 

This  division  directs  the  purchases  of  all  merchandise  required  by 
the  many  state  agencies.  Montana's  purchasing  operation  is  directed  quite 
specifically  by  statute.  One  of  the  statutes  affecting  this  operation  gives 
the  Montana  owned  vendor  a  2%  preference  over  other  vendors  at  the  time  of 
their  bidding.  Such  preference  laws  have  been  criticized  by  other  states  as 
developing  interstate  trade  barriers. 

Although  the  competitive  bidding  procedure  can  sometimes  leave  a 
serious  vendor  without  a  purchase,  state  business  is  generally  conscientiously 
■ought  after.  Established  bidding  schedules  and  policies  are  constantly 
reviewed  so  that  improved  bidding  conditions  may  be  made  where  improvements  are 
possible.  The  purchasing  practices  of  other  states  are  periodically  reviewed 
to  gain  from  their  experiences  where  possible. 

Items,  which  are  shown  by  experience  to  be  frequently  purchased  by 
several  agencies  and  institutions  and  for  which  accurate  quantities  cannot  be 
projected,  are  now  being  purchased  through  "term  contract" «  This  contract 
establishes  a  fixed  price  with  specific  vendors  ^terrained  through  competitive 
bidding)  for  which  a  using  agent  may  purchase  at  any  time  through-out  a  year. 
This  plan  is  proving  quite  effective  in  the  fields  of  medical  supplies,  office 
supplies,  gasoline,  oils,  etc. 

The  staff  of  thirteen  (including  the  director  and  four  buyers)  has 
received  and  processed  11,632  requisitions  during  the  past  year.  Resulting 
from  this  was  the  writing  of  15,455  purchase  orders  amounting  to  a  total  of 
$13,178,225.87.  The  average  administrative  cost  for  this  amounted  to  $6.32 
per  purchase  order,  or  sixty-seven  hundredths  percent  (.67%)  of  the  amount 
purchased.  Local  purchase  claims  not  covered  by  the  purchase  order  procedure 
are  also  checked  ty  the  buyers  and  contribute  to  the  above  administrative  costs. 


These  claims  numbered  23,028  over  a  six-month  period  during  which  particular 
records  were  kept  and  amounted  to  $2,072,b04 .23. 

Functioning  as  a  part  of  the  Purchasing  Division, but  not  engaging  In 
actual  purchasing,  Is  the  Commodity  Section.  This  Section  provides  statewide 
supervision  over  the  conduct  of  the  U.S.  Department  of  Agriculture  Commodity 
Program.  During  the  last  blennlum  commodities  were  distributed  to  Welfare ani 
Indians,  Institutions  and  Summer  Camps  having  a  total  value  of  $1,599,953.00 
of  which  86%  was  distributed  to  County  Welfare  cases  and  Indians  m  reservations. 
The  efforts  by  the  State  of  Montana  are  considered  adequate  although  the  Fed- 
eral Government  continues  to  ask  that  we  provide  more  help  and,  in  turn,  prepare 
more  detailed  reporting.  The  staff  furnished  by  the  State  is  the  Supervisor, 
a  clerk-typist  which  is  shared  by  the  purchasing  forces,  and  a  warehouseman 
shared  by  the  State  Hospital,  The  Program  aided  In  the  feeding  of  approximately 
23,000  needy  persons,  per  month. 

The  former  director  of  the  Purchasing  Division,  Frank  Po  Francis, 
retired  June  30,  1966,  and  was  replaced  by  H.  F,  (Mike)  Weggenman.  Mr.  Francis 
had  been  in  the  State  Purchasing  Division  since  1947  and  had  been  a  state 
employee  since  1922,  Mr.  Weggenman  had  been  the  senior  buyer  in  this  division 
before  stepping  up  to  the  director's  position. 


DIVISION  OF  ARCHITECTURE  AND  ENGINEERING 

The  Bupervision  of  construction  for  all  buildings  owned  or  to  be 
ovmed  by  the  State  of  Montana  is  handled  by  the  Division  of  Architecture  and 
Engineering,  This  includes  coordinating  the  development  of  a  long  range  (10 
y«ar)  state  building  program  from  which  the  Governor  develops  his  presentation 
to  the  legislature. 

Upon  authority  of  the  controlling  body,  the  agency  for  whom  the  new 
building  will  be  constructed  works  with  the  division  and  the  appointed  archi- 
tect to  define  the  specific  requirement  of  the  particular  project.  The  archi- 
tect or  consulting  engineer  is  appointed  by  the  Controller  subject  to  the 
approval  of  the  Board  of  Examiners. 

Preliminary  plans,  construction  plans  and  specifications  are  reviewed 
by  the  staff  of  this  division  to  assure  the  State  that  these  documents  provide 
for  the  requirements  originally  defined  by  the  particular  agency,  and  that 
sound  planning  has  been  accomplished.  This  staff  handles  the  bidding  procedure 
and  award  of  contracts  subject  to  the  approval  of  the  Board  of  Examiners  on 
projects  costing  more  than  $10,000, 

The  procedure  noted  above  is  handled  without  action  by  the  Board  of 
Examiners  on  pr^ects  amounting  Co  less  than  $10,000.  This  division  is  expressly 
prohibited  from  providing  architectural  or  engineering  services  on  projects 
costing  more  than  $10,000;  and  experience  is  showing  us  that  few  of  these  small 
projects  fit  in  the  normal  operation  of  the  practicing  architect.  Therefore, 
this  division  finds  that  it  is  requested  to  provide  nominal  architectural 
services  for  many  projects  costing  less  than  $10,000,  a  responsibility  that 
demands  almost  the  entire  time  of  one  staff  member. 

Periodic  Inspection  of  the  architect's  supervision  Is  made  by  men 
working   out   of  this  office.    In  addition   to  directing  sound  supervision  of 


constructlo.i  work,  such  Inspections  also  provide  a  valid  basis  on  which  the 
Controller  can  make  his  final  acceptance  of  the  constructed  building  as  required 
by  statute. 

All  claims  for  payment  submitted  by  contractors  or  architects  are 
reviewed  in  this  office  and  must  be  accepted  as  covering  the  proper  amount  of 
work  before  being  approved  for  payment. 

The  staff  of  eight  (including  a  position  of  engineer  which,  due  to 
salary  limitations  and  availability  of  engineers,  is  presently  vacant)  in  this 
division  has  handled  sixty-two  major  ($10,000  or  more)  projects  totaling  con- 
struction sums  in  the  amount  of  $27,900,000  since  the  beginning  of  this  biennium. 
Total  cost  of  individual  projects  in  the  less  than  $10,000  class  for  this 
period  amounted  to  $356,000. 

The  three  member  advisory  council  which  is  set  up  by  the  Department 
of  Administration  Act  has  functioned  well  in  meeting  quarterly  as  a  liaison 
between  the  State  cf  Montana  and  the  construction  fields.  The  statute  defining 
the  rusponslblllties  of  this  council  required  that  it  shall  establish  minimum 
standards  for  materials  used  in  public  buildings.  A  complete  set  of  standards 
Is  an  Impossibility  for  this  council  inasmuch  as  the  Federal  Government  has 
volumes  of  such  standards.  However,  the  council  has  concerned  itself  with 
materials  which  experience  shows  to  be  of  particular  concern  to  the  State  of 
Montana. 

The  advent  of  federal  funds  as  aid  to  the  construction  of  several 
state  buildings  has  delayed  processing  time  considerably,  involved  much  more 
paper  work,  and  in  general,  has  put  a  greater  load  on  the  present  staff. 

The  original  Director  of  the  Division  of  Architecture  and  Engineering, 

Robert  A.  Gillls,  resigned  in  November  1965,  and  Mr.  Philip  H,  Hauck  has  been 

director  since  that  time.   The  title  "State  Architect"  is  commonly  applied  to 

this  director's  position. 
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DIVISION  OF  GENbJlAL  SERVICES 

The  Department  of  Administration  is  organized  in  a  manner  that  the 
General  Services  Division  includes  the  custodial  activities  for  the  Capitol 
Complex,  the  Data  Processing  Center,  Central  Telephone  Facilities,  Central 
Mailing,  and  other  functions  including  the  supervision  of  record  destruction 
and  providing  guide  service  to  capitol  visitors  during  the  summer  season. 

This  division  has  operated  without  a  director  and  therefore  the  gen- 
eral direction  of  each  operation  has  been  the  responsibility  of  the  State 
Controller,  The  Director  of  the  Data  Processing  Center,  Troy  W,  McGee,  admin- 
isters that  operation  very  effectively  and  it  is  quite  desirable  that  he 
report  directly  to  the  Controller.  The  Chief  Operator,  Mrs.  Martha  F.  Travis, 
supervises  the  operation  of  the  Capitol  P.B.X.  Beyond  this,  there  is  no  one 
person  responsible  for  handling  the  details  relative  to  telephone  facilities 
(P.B.X.  or  State  network)  and  most  importantly  to  supervise  the  day-by-day 
maintenance  needs  in  the  area  of  custodial  services  (minimum  supervision  is 
given  part-time  by  a  member  of  the  Division  of  Architecture  and  Engineering 
and  conscientious  effort  is  made  by  the  custodial  contractor). 

On  this  basis  and  as  an  assistant  to  the  Controller,  I  feel  that 
funds  must  be  appropriated  for  a  director  to  this  division  beginning  In  the 
next  biennium. 

The  day-by-day  custodial  work  including  cleaning  of  buildings,  care 
tf grounds,  and  supervision  of  the  heating  plants  is  done  by  a  private  business 
firm.  Creek's  Building  Maintenance,  on  annual  contract.  I  feel  that  we  have 
received  good  cooperation  from  this  contractor  and  problem  areas  are  corrected 
when  called  to  his  attention.  It  should  be  noted  that  normal  problems  in  the 
cleaning  of  a  building  have  been  aggravated  in  the  Capitol  Building  this  past 
year  due  to  thk.  Renovation  Work. 


As  custodian  of  state  property  in  the  capltol  area  and  beinR  charged 
with  the  supervision  of  the  state  construction  projects,  the  controller's 
position  has  been  a  particular  bu%r  one  tie  past  several  months  by  being  closely 
involved  with  the  Capitol  Renovation  project.  Through  this  project,  the  west 
one-half  of  the  original  capltol  building  has  been  completely  renovated. 

The  Data  Processing  Center  began  its  operation  as  functioning  state 
center  on  July  1,1965,  upon  the  authority  of  the  past  Legislature  to  establish 
a  revolving  account  from  which  to  administer  this  program.  Its  operation  was 
formed  by  bringing  together  the  data  processing  operation  of  the  following: 
Department  of  Administration,  Fish  &  Game,  Industrial  Accident,  and  the  Board 
of  Equillzatlon.  By  operating  as  a  center,  the  staff  is  of  adequate  size  to 
promptly  take  care  of  peak  loads  by  individual  agencies,  more  potent  equipment 
is  available  for  all  agencies,  and  administrative  direction  establishes  the 
collection  of  data  in  a  manner,  that,  what  Is  collected  by  individual  agencies 
can  yet  be  referenced  by  other  agencies. 

The  IBM  1440  computer  which  was  part  of  the  center  when  formed,  has 
recently  been  used  over  a  period  of  two  daily  shifts  and  netted  about  175  hours 
of  actual  computing  time  each  month.  This  high  use  ratio  and  the  limitations 
of  this  computer^  as  compared  to  computers  of  higher  potential,  resulted  in  our 
decision  to  recently  replace  it  with  the  IBM  360  system.  This  center  is  pre- 
pared to  offer  to  the  upcoming  legislative  session  an  introduction  to  services 
which  will  aid  them,  by  writing  the  appropriation  bill. 

The  demands  on  the  central  telephone  systems,  both  the  local  P.B.X. 
and  the  State  network,  have  grown  considerably o  A  minimum  of  equipment,  being 
limited  by  budget,  was  added  during  the  past  year  to  maintain  reasonably  ade- 
quate facilities  for  local  calling  The  facilities  for  in-state  calling  through 
the  State  network  (flat-rate  facilities)  were  enlarged  consider  bly  within  the 
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eBtablished  rate  structure  of  July  1965,   by  making  use  of  federal  policies  to 
share  their  tel-paks. 

Visiting  the  State  Capitol  Building  has  become  quite  popular  both  by 
Montana  people  and  by  out-of-state  tourists,  I  feel  that  continuing  the  services 
of  a  guide  during  the  summer  months  is  a  necessity  to  maintaining  good  relations 
between  the  State  of  Montana  and  the  public. 
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RECOMMENDATIONS 

To  better  serve  the  rest  of  the  State  Government  and   the  public,   I 
ask  you  to  consider  the  following: 

1.  I  recommend  that  all  efforts  made  for  a  post-audit  of  the  fiscal 
activity  of  individual  agencies  be  directed  through  an  existing 
unit  of  the  executive  branch  of  State  Government. 

2.  Following  the  directives  of  Section  82-1131  (RCM  1947),  consid- 
erable paper  work  is  caused  in  the  formal  contracting  cf  constnjo- 
tlon  services  on  small  projects  not  much  larger  than  $l,OOO.Time 
and  expense  of  advertising  are  also  factors  on  which  I  base  my 
recommednatlon  to  permit  stateagencies  touse  either  the  services 
of  their  agency  personnel  or  local  contractors  on  projects  up  to 
$3,000,  I  also  recommend  that  statute  modifications  be  made  to 
provide  for  the  contracting  of  construction  projects  through 
competitive  bidding  but  without  being  legally  advertised  on 
projects  up  to  $10,000. 

3.  As  a  companion  recommendation  to  number  2.,  I  recommend  that  all 
approval  presently  required  of  the  Board  of  Examiners  on  construc- 
tion projects  costing  less  than  $25,000  be  removed  from  statute. 
The  greater  amount  cf  expenditures  fior  construction  would  still  be 
subject  to  the  approval  of  the  Board  of  Examiners  yet  the  smaller 
projects  would  not  involve  as  much  paper  work  nor  would  they  be 
held  up  for  processing  by  the  Board.  Present  statutes  require 
legislative  approval  to  construct  any  state  buildings  costing 
more  than  $25,000;  likewise,  the  Board  would  be  in  a  position  of 
approving  plans,  contracts,  etc.  on  projects  costing  more  than 
$25,000. 


A.  Considerable  lead  time  is  found  to  be  necessary  in  programming 
the  need  for  new  buildings  at  our  state  institutions;  this  time 
can  be  shortened, and  more  specific  recommendations  can  be  made 
on  the  next  building  program, if  preliminary  planning  on  major 
projects  this  biennium  can  be  accomplished  in  anticipation  of 
appropriation  next  biennium.  Preliminary  application  for  federal 
grants  can  also  be  made  on  this  pre-planning.  Therefore,  I 
recommend  that  this  year's  building  program  Include  a  sum  to 
initiate  the  pre-planning  of  several  major  buildings. 

5.  Approximately  two  years  ago  you  asked  all  state  agencies  to  clear 
with  the  State  Controller  prior  to  arranging  any  change  in  their 
data  processing  facilities.  I  have  reviewed  the  intentions  of 
some  agencies  in  this  respect  but  I  find  that  I  can  really  do 
little  more  than  advise.  Since  much  money  is  expended  in  the 
leasing  of  data  processing  equipment,  I  feel  that  a  central 
direction  in  the  matters  of  procuring  such  equipment  is  very 
desirable.  Therefore,  I  recommend  that  statutory  provisions  be 
made  to  set  up  a  data  processing  control  committee,  functioning 
through  the  Department  of  Administration,  whose  approval  must  be 
obtained  prior  to  ordering  new  equipment. 

6,  Since  the  present  central  telephone  equipment  in  our  Capitol 
P.B.X.  system  has  very  little  capacity  remaining  for  adding 
increased  facilities,  I  feel  that  by  July  1969  the  State  Offices 
in  Helena  must  be  placed  on  a  new,  modern  facility  for  central 
telephone  switching.  A  new  facility  for  this  operation  would 
provide  for  billing  the  major  cost  of  central  switching  and  line 
facilities  against  each  telephone,  compared  to  the  present  plan 
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whereby  the  Jepartment  of  Administration  receives  a  General  Fund 
appropriation  to  pay  that  cost.  This  is  a  major  change  in  the 
budgeting  procedure  for  central  telephone  equipment;  therefore, 
I  ask  legislative  endorsement  of  the  plan  to  initiate  a  new 
facility  with  a  revised  billing  in  July   1969. 
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